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COMklOmALTH OF KENTUCKY 

BEFORE THE ENERGY REGULATORY COMMISSION 

* * * * 
In t h e  Matter of 

APPLICATION OF EQUITABLE GAS)  
OOMPANY FOR AUTHORITY TO 1 
ISSUE SECURITIES 1 

O R D E R  

CASE NO. 7864 

On May 22, 1980, E q u i t a b l e  G a s  Company f i l e d  its d u l y  

v e r i f i e d  A p p l i c a t i o n  s e e k i n g  t h e  a p p r o v a l  o f  t h e  Commission t o  

borrow t h e  aggregate p r i n c i p a l  sum of n o t  in excess of $10,000,000 

and t o  i s s u e  a Promissory N o t e  i n  t h e  amount of up t o  $10,000,000 

aggregate p r i n c i p a l  amount ( and  i f  applicable,  a Term Loan Note i n  

the  amount of t h e  Commitment by Mellon Bank t o  Company as of May 1, 

19831, under t h e  provisions of a Revolv ing  C r e d i t  and  Term Loan 

Agreement dated as of May 1, 1980, by and between t h e  Company and 

Mellon Bank, N . A .  

The Promisso ry  Note s h a l l  be paid on or b e f o r e  A p r i l  30, 1983 

in t h e  amount of t h e  lesser of (i) t h e  p r i n c i p a l  sum of Ten M i l l i o n  

Dollars ($lO,OOO,OOO) or  (ii) t h e  aggregate unpa id  p r i n c i p a l  amounts  

of a l l  l o a n s  made by t h e  Bank t o  t h e  Company unde r  t h e  Revolv ing  

C r e d i t  and Term Loan Agreement, together w i t h  i n t e r e s t  f r o m  t h e  date 

hereof on t h e  u n p a i d  b a l a n c e  of p r i n c i p a l  u n t i l  m a t u r i t y ,  payable on 

t h e  l a s t  b u s i n e s s  day of e a c h  J a n u a r y ,  A p r i l ,  J u l y  and October a f t e r  

t h e  date t h e r e o f ,  commencing on July 31, 1980 t o  and including April 30, 

1983, a t  a rate per  annum ( b a s e d  on a y e a r  of 365 or 366 d a y s ,  as t h e  

case may be) which s h a l l  be e q u a l  t o  t h e  h i g h e r  of the Prime R a t e  or 

the Commercial Paper R a t e  i n  e f f e c t  from t i m e  t o  t i m e ,  such interest 

rate to change a u t o m a t i c a l l y  from t i m e  to  t i m e  e f f e c t i v e  as of the 

date of e a c h  change i n  s u c h  Rates,  and  a t  1% above the i n t e r e e t  rate 

w h i c h  would o therwise  be a p p l i c a b l e  on s u c h  part of t h e  p r i n c i p a l  sum 

as shall n o t  be paid when d u e  for any period d u r i n g  which t h e  same 

s h a l l  be overdue .  



On May 1, 1983, E q u i t a b l e  s h a l l  have  t h e  opt ion e i t h e r  t o  

pay off t h e  ent i re  amount of t h e  o u t s t a n d i n g  l o a n  or t o  c o n v e r t  t h e  

Agreement i n  q u e s t i o n  into a Term Loan Agreement,  I n  w h i c h  lat ter 

e v e n t  t h e  Agreement w i l l  r emain  in effect u n t i l  A p r i l  30, 1987. 

If E q u i t a b l e  chooses t o  c o n v e r t  t h e  Agreement i n  q u e s t i o n  

i n t o  a Term Loan Agreement u n t i l  A p r i l  30, 1987, E q u i t a b l e  may 

borrow from t h e  Bank a sum n o t  in excess of t h e  amount of t h e  

commitment as of May 1, 1983, evidenced by a Term Loan Note. 

The Term N o t e  s h a l l  be p a y a b l e  i n  s i x t e e n  q u a r t e r - a n n u a l  

p r i n c i p a l  installments on t h e  unpaid b a l a n c e  payable on t h e  last  

day of each January, A p r i l ,  J u l y  and October i n  each year commencing 

o n  J u l y  31, 1983 to and i n c l u d i n g  A p r i l  30, 1987, t o g e t h e r  w i t h  interest 

from t h e  date thereof on t h e  u n p a i d  balance of e a c h  i n s t a l l m e n t  of 

p r i n c i p a l ,  p a y a b l e  q u a r t e r l y  on t h e  las t  day  of each J a n u a r y ,  A p r i l ,  

J u l y  and October after t h e  date t h e r e o f  u n t i l  m a t u r i t y  and thereafter 

on demand, at a v a r i a b l e  rate p e r  annum (based on a y e a r  of 365 or 

366 d a y s ,  as t h e  case may b e )  d e t e r m i n e d  as f o l l o w s :  

(a )  U n t i l  t h e  p r i n c i p a l  amount of such i n s t a l l m e n t  
sha l l  have  become due, t h e  rate of interest  s h a l l  be 
e q u a l  t o  t h e  f o l l o w i n g  p e r c e n t a g e s  of t h e  hlgher  of t h e  
Prime R a t e  or t h e  Commercial P a p e r  R A t e  i n  effect from 
time t o  t i m e :  

P e r i o d  P e r c e n t a g e  

To and i n c l u d i n g  A p r i l  30, 1984 l o a  
T h e r e a f t e r ,  t o  and  i n c l u d i n g  April 30, 1987 100.25% 

such interest rate t o  change  a u t o m a t i c a l l y  from t i m e  t o  
t i m e  as of t h e  date of e a c h  change  i n  s u c h  Rates; and 

(b) A f t e r  t h e  p r i n c i p a l  of any s u c h  i n s t a l l m e n t  
s h a l l  have  become d u e ,  b y  acceleration or o t h e r w i s e ,  t h e  
rate of interest s h a l l  be 1% above t h e  o t h e r w i s e  a p p l i c -  
able i n t e r e s t  rate d e t e r m i n e d  as set f o r t h  in c l a u s e  
( a )  , s u b j e c t  t o  change as  a f o r e s a i d  from t i m e  to time, 
o n  such  p a r t  of t h e  p r i n c i p a l  amount as s h a l l  n o t  be 
p a i d  when due  for  any p e r i o d  d u r i n g  which t h e  same s h a l l  
be overdue .  

The n e t  p r o c e e d s  t o  be d e r i v e d  from t h e  bor rowing  s h a l l  be 

used to refund $6,400,000 of E q u i t a b l e  Gas Company 3-3/8% First 

Mortgage Bonds, Series due  J u n e  1 ,  1980, and t h e  balance will be 

used to finance a p o r t i o n  of 1980 construction program of A p p l i c a n t  

and its subsidiaries. The r ema in ing  partion of funds r e q u i r e d  f o r  t h e  

1980 C O n S t r U C t i o n  program w i l l  be provided from cash becoming a v a i l a b l e  

from o p e r a t i o n s  and, if necessary, from short-term borrowings. 



A f t e r  the h e a r i n g  held June 5 ,  1980, at which t h e r e  a p p e a r e d  

no p a r t y  of i n t e r e s t  o ther  t h a n  t h e  Applicant,  and upon c o n s i d e r a t i o n  

of t h e  Application and record and being advised, t h e  Commission f i n d s  

t h a t  the f i n a n c i n g  p roposed  h e r e i n  is for a lawful object w i t h i n  t h e  

corporate p u r p o s e s  of t h e  u t i l i t y ,  is n e c e s s a r y  and a p p r o p r i a t e  for 

and c o n s i s t e n t  w i t h  t h e  p r o p e r  pe r fo rmance  by the utility of its 

s e r v i c e  to t h e  p u b l i c  and will not impair i ts  a b i l i t y  t o  perform t h a t  

s e r v i c e  and is r e a s o n a b l y  n e c e s s a r y  and a p p r o p r i a t e  f o r  s u c h  p u r p o s e .  

IT IS "HEREFORE ORDERED, t h a t  E q u i t a b l e  Gas Company be, and 

he reby  is, a u t h o r i z e d  t o  borrow n o t  i n  excess of $10,000,000 aggregate 

principal amount and  t o  i s s u e  a Promisso ry  Note (and i f  applicable, a 

Term Loan N o t e ) ,  b e a r i n g  interest at the rates as stated hereinbefore. 

IT IS FURTHER ORDERED, t h a t  the p r o c e e d s  from t h e  f i n a n c i n g  

a u t h o r i z e d  h e r e i n  s h a l l  be used  o n l y  for l a w f u l  purposes as set o u t  

in t h e  A p p l i c a t i o n .  

Nothing c o n t a i n e d  herein s h a l l  b e  c o n s t r u e d  as a f i n d i n g  of 

v a l u e  f o r  any  p u r p o s e  o r  as a w a r r a n t y  on t h e  p a r t  of t h e  Commonwealth 

of Kentucky or any  agency t h e r e o f  as t o  the securities a u t h o r i z e d  

h e r e i n .  

Done at Frankfort, Kentucky,  t h i s  t h e 2 0 t h d a y  of June, 

1980. 

ENERGY &hLATORY COMMI S S I ON 

ATTEST : 

Becretary 


